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EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS
FOR CONSULTING SERVICES
DEFINITIONS AND STANDARDS

APRIL 1, 1991

For comment f r o m persons interested in
consulting services p r o v i d e d by CPA firms a n d sole practitioners
Prepared by the AICPA M A S Executive Committee
Comments should be received by J u l y 1 , 1 9 9 1 , a n d addressed to
M o n r o e S. Kuttner, Director, M A S Division, File 1991
AICPA, 1211 Avenue of the A m e r i c a s , N e w York, N.Y. 1 0 0 3 6 - 8 7 7 5

G006l2

SUMMARY
Consulting Services provided by CPAs in public practice have not been clearly defined in the existing
Statements on Standards for Management Advisory Services. This proposed Statement on Standards for
Consulting Services describes six categories of CPA consulting services, distinguishes them from attest
services, reaffirms the basic standards in rule 201 of the AICPA Code of Conduct as applying to such
services, and establishes three general consulting services standards that are client-oriented.
The proposed Statement on Standards for Consulting Services in this exposure draft is intended to
supersede the three current Statements on Standards for Management Advisory Services. The proposed
Statement specifies that it does not apply to audits, reviews, other attest services, compilations, personal
financial planning, tax preparation, and tax planning services. It affirms the requirement for independence when performing consulting services for attest clients.

This exposure draft has been sent to—
• Practice offices of CPA firms.
• Members of the AICPA Division for Management Advisory
Services.
• Members of the AICPA Board of Directors.
• Members of the AICPA Council.
• Members of AICPA senior technical committees.
• State society presidents and executive directors.
• State society MAS committee chairpersons.
• CPA firm association presidents and executive directors.
• Members of AICPA MAS committees, subcommittees, and task
forces.
• Persons who have requested copies.

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
(212) 575-6200 Telex: 70-3396
Telecopier (212) 575-3846

April 1, 1991
This letter, which accompanies the exposure draft of the first Statement on Standards for Consulting
Services, provides background information that will enable the reader to better understand the reasons
for this important restructuring of professional standards. A summary of the proposed Statement also
accompanies the exposure draft.
When issued in final form, this proposed Statement will apply to every member in public practice when
providing a client with any of the services it describes. For example, consulting services include informal advice on business and management matters. Therefore, a member who otherwise identifies himself or herself as an audit or tax practitioner will be subject to the standards for consulting services
when providing such advice.
The final Statement will supersede Statements on Standards for Management Advisory Services Nos. 1,
2, and 3 issued in 1982 and 1983. Some practitioners incorrectly believed that those standards did not
apply to their practice because they misunderstood what constitutes management advisory services
(MAS). As a result, they did not specifically consider those standards when providing consulting services
covered by those Statements. This misunderstanding needs correction. It is an important reason for
developing this proposed Statement on Standards for Consulting Services. By using the term consulting
services and defining the categories of service it does and does not cover, the proposed Statement will
help members apply the standards appropriately. It will also serve to update the types of consulting
services performed by CPAs.
Categories of Consulting Services
Six categories of consulting services are described in this exposure draft. The examples given represent
only a few of the services that would fall into each category. The consultant's function in each category
will differ in keeping with the purpose of the services rendered.
The standards set forth in this exposure draft are not new. Four of the seven standards come directly
from rule 201 of the Code of Professional Conduct. They are repeated in the Statements on Standards for
Consulting Services for the same reason they appeared in Statement on Auditing Standards (SAS) No. 1:
they are the foundation for all professional services provided by CPAs.
The three general consulting standards proposed in this exposure draft are of major importance when
providing consulting services. They focus on the client, not on third parties. This difference in focus is a
major distinction between consulting and attest services.
Consulting vs. Attest Services
The need to distinguish between consulting and attest services is another important reason for the proposed Statement on Standards for Consulting Services. In attest services, the CPA's function is to provide
an opinion on the reliability of someone else's assertion. In consulting services, the CPA either makes
his or her own assertions of findings and recommendations or takes action in keeping with the understanding with the client.
There are engagements in which the CPA may perform in either or both capacities, depending on the circumstances and the client's needs. But the CPA must always know which type of service is being performed and which professional standards apply.

The requirement for independence when providing attest services is an important reason for being clear
on which type of service is being provided. Independence standards for attest clients may preclude the
performance of certain consulting services for those clients. This point is made unequivocally in this
proposed Statement. But most consulting services will not impair; independence, and, significantly,
independence is not required if the client is not an attest service client.
Finally, although the proposed Statement is brief, it recognizes for the first time in a Statement on
Standards the broad range of services that CPAs can and do provide in the capacity of consultant to their
clients.
Comments or suggestions on any aspect of this exposure draft will be appreciated. Responses should
refer to specific paragraphs and include supporting reasons for each suggestion or comment. Written
comments on the exposure draft will become part of the public record of the AICPA MAS Executive Committee and will be available for public inspection at the offices of the AICPA after July 29, 1991, for one
year. Responses should be sent to Monroe S. Kuttner, Director, MAS Division, Pile 1991, American Institute of Certified Public Accountants, 1211 Avenue of the Americas, New York, N.Y. 10036-8775, in time
to be received by July 1, 1991. For convenience, a response form is included with the exposure draft.
Sincerely,

L. Eugene Williams
Chairman
MAS Executive Committee

Monroe S. Kuttner
Director
MAS Division
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L. Eugene Williams, Chairman
Carl M. Alongi
Jacqueline L. Babicky
Byron S. Cherkas
Peter B. Frank
James P. Hanlon
James C. Kinard
Karl G. King, III
Robert G. Lindeman
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Thomas M. Stemlar
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Michael J. Wagner
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Management Advisory Services
Steven E. Sacks, Technical Manager
Management Advisory Services

PROPOSED STATEMENT ON STANDARDS FOR CONSULTING SERVICES
DEFINITIONS AND STANDARDS
INTRODUCTION

1. Consulting services CPAs
provide to their clients have evolved
from advice on accounting-related
matters to a wide range of services
applying diverse technical disciplines,
industry knowledge and consulting
skills. Most practitioners, including
those who provide audit and tax services, also provide business and
management consulting services to
their clients.
2. Consulting services differ
fundamentally from the CPA's function
of attesting to the assertions of other
parties. In an attest service, the practitioner expresses a conclusion about
the reliability of a written assertion
that is the responsibility of another
party —the asserter —and that is
generally for the benefit or use of a
third party or parties. Much of the
regulation and professional standards
for attest services contemplates the
existence of a third party. Consulting
services are distinct from attest
services in that the practitioner is
responsible for any findings presented,
the scope of work is solely the subject
of an agreement between the practitioner and client, and generally the
work is performed for the use and
benefit of the client without obligation
to a third party.
3. Historically, CPA consulting
services have been commonly
referred to as management consulting
services, management advisory
services, business advisory services,
or management services. A series of
Statements on Standards for Management Advisory Services (SSMASs)
previously issued by the AICPA
contained guidance on certain types
of consulting services provided by
members. This Statement on Standards for Consulting Services (SSCS)
supersedes the SSMASs and provides
standards of practice for a broader
range of professional services, as
described in paragraph 5.
4. This SSCS and any subsequent
SSCSs apply to all AICPA members in

public practice whenever they provide
consulting services as defined herein.
DEFINITIONS

5. Terms established for the purpose of the SSCSs are as follows:
Consulting Services Practitioner. Any
AICPA member who is in the practice of public accounting while
engaged in the performance of a consulting service for a client, or any
other individual who is carrying out a
consulting service for a client on
behalf of any Institute member or
member's firm.
Consulting Process. The analytical
approach and process applied in a
consulting service. It typically involves
some combination of activities relating
to determination of client objectives,
fact-finding, opportunity or problem
definition, evaluation of alternatives,
formulation of proposed action,
communication of results, implementation, and follow-up.
Consulting Services. Professional
services that employ the practitioner's technical skills, education,
observations, experiences, and
knowledge of the consulting process
to help the client improve the use of
its capabilities and resources.1 Consulting services may include one or
more of the following types:

b.

c.

d.

a. Consultations, in which the practitioner's function is to provide
counsel in a short time frame
based mostly, if not entirely, on
existing personal knowledge about
the client, the circumstances, the
1

The definition of consulting services excludes
the following:
a.

Services covered by Statements on Auditing Standards, Statements on Standards
for Attestation Engagements, or Statements on Standards for Accounting and
Review Services (SSARSs)
b. Other accounting services as described
in paragraph 2 of SSARS No. 1
c. Personal financial planning, tax return
preparation, tax planning, and tax
representation
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e.

technical matters involved, client
representations, and the mutual
intent of the parties. Examples of
consultations are reviewing and
commenting on a client-prepared
business plan and suggesting
computer software for further client investigation.
Advisory services, in which the
practitioner's function is to
develop findings, conclusions,
and recommendations for client
consideration and decision
making. Examples of advisory
services are an operational review
and improvement study, assisting
with strategic planning, and
defining requirements for an
information system.
Implementation
services, in
which the practitioner's function
is to put into effect an action plan.
Client personnel and resources
may be pooled with the practitioner's to accomplish the
implementation objectives. The
practitioner is responsible to the
client for the conduct and
management of engagement
activities. Examples of implementation services are computer
system installation and support,
the execution of steps to improve
productivity, and assisting with
the merger of organizations.
Transaction services, in which the
practitioner's function is to facilitate a specific client transaction
or process, generally with a third
party. The practitioner's obligation
is to the client, not the third party.
Examples of transaction services
are insolvency services, valuation
services, preparation of information for obtaining financing,
analysis of a potential merger or
acquisition, and litigation services.
Staff and other support services,
in which the practitioner's function
is to provide appropriate staff and
possibly other support to perform
tasks specified by the client. The
staff provided will be directed by
the client as circumstances
require. Examples of staff and
other support services are data
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f.

processing facilities management, computer programming,
bankruptcy trusteeship, and
controllership activities.
Product services, in which the
practitioner's function is to provide
the client with a product, together
with professional services in
support of the installation, use, or
maintenance of the product.
Services of this type include supporting an employee handbook or
the installation of computer
software.
STANDARDS FOR CONSULTING
PRACTICE

6. The general standards of the
profession are contained in rule 201
of the AICPA Code of Professional
Conduct (AICPA, Professional Standards, vol. 2, ET sec. 201.01) and apply
to all services performed by members. They are as follows:
Professional Competence. Undertake
only those professional services that
the member or the member's firm
can reasonably expect to be completed with professional competence.
Due Professional Care. Exercise due
professional care in the performance
of professional services.
Planning and Supervision. Adequately
plan and supervise the performance
of professional services.
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Sufficient Relevant Data. Obtain
sufficient relevant data to afford a
reasonable basis for conclusions or
recommendations in relation to any
professional services performed.
7. The following additional
general Standards for Consulting
Services are promulgated to address
the distinctive nature of consulting
services, in which the practitioner
concentrates on client needs, in
which there is no direct third party
responsibility, and in which the
understanding with the client may
establish valid limitations on the
practitioner's performance of services. These Standards are established
under rule 202 of the AICPA Code of
Professional Conduct (AICPA,
Professional Standards, vol. 2, ET sec.
202.01).
Client Interest. Serve the client with
integrity and objectivity as defined in
the Code of Professional Conduct,
placing the client's interest ahead of
the practitioner's personal or business objectives.
Understanding With Client. Establish
with the client a written or oral
understanding about the responsibilities of the parties and the nature,
scope, and limitations of services to
be performed, and modify it if circumstances require a significant
change during the engagement.
Communication With Client. Inform
the client of (a) potential conflicts of

interest for the practitioner pursuant
to interpretations of rule 102 of the
Code of Professional Conduct,
(b) significant reservations concerning the scope or benefits of the
engagement, and (c) significant
engagement findings or events.
8. Professional judgment must
be used in applying Standards for
Consulting Services in a specific
instance since the oral or written
understanding with the client may
establish constraints within which
services are to be provided. For example, the understanding with the client
may limit the practitioner's effort
with regard to gathering relevant
data. The practitioner is not required
to decline or withdraw from a consulting engagement when the
agreed-upon scope of services
includes such limitations.
CONSULTING SERVICES FOR
ATTEST CLIENTS

9. Members and their firms
performing attest services for a client
must comply with applicable independence rules and regulations
issued by the AICPA, the state boards
of accountancy, state CPA societies,
and other regulatory agencies. Thus,
certain consulting services for attest
clients may be prohibited; however,
in general, the performance of consulting services for an attest client
does not, in and of itself, impair
independence.

